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Certified Public Accountants,

547 South Main

P.O. Box 369

Brigham City, Utah 84302
435-723-5224

216 East Main
Tremonton, Utah 84337
435-257-5486

L.C.

The Honorable Mayor and

Members of the Corinne City Council
Corinne City Corporation
Corinne City, Utah

We have audited the accompanying financial
statements of the governmental activities, the
business-type activities and each major fund, and
the aggregate remaining fund information of
Corinne, Utah, as of and for the year ended
June 30, 2006, which collectively comprise the
City’s basic financial statements as listed in the
table of contents. These financial statements are
the responsibility of the management of Corinne
City Corporation, Utah. Our responsibility is to
express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with
auditing standards generally accepted in the
United States of BAmerica and the standards
applicable to financial audits contained in
Government Auditing Standards, issued by the
Comptroller General of the United States. Those
standards require that we plan and perform the
audit to obtain reasonable assurance about whether
the financial statements are free of material
misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit
also includes assessing the accounting principles
used and significant estimates made by management,
as well as evaluating the overall financial
statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements
referred to above present fairly, in all material
respects, the respective financial position of the
governmental activities, the business-type
activities, and each major fund, and the aggregate
remaining fund information of Corinne, Utah, as of
June 30, 2006, and the respective changes 1in
financial position and cash flows, where
applicable, thereof for the year then ended in
conformity with accounting principles generally
accepted in the United States of America.



Independent Audiltors’ Report
Corinne City Corporation

In accordance with Government Auditing Standards, we have also
issued our report dated October 9, 2005, on our consideration of
Corinne, Utah’s,| internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and
not to provide |an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be
considered in conjunction with this report in considering the results of
our audit.

The management’s discussion and analysis and budgetary comparison
information on pages 3 through 10, and on page 34, respectively, are not
a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the
United States of| America. We have applied certain limited procedures,
which consisted |principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no
opinion on it.

CBMVM

Davis & Bott
Certified Public Accountants, L.C.

October 9, 2006




Corinne City Corporation
Management’s Discussion and Analysis (Unaudited)
For the Year Ended June 30, 2006

As management of Corinne City Corporation, we offer readers of the
City’s financial| statements this narrative overview and analysis of the
financial activities of the City for the fiscal year ended June 30,
2006. The City’s financial performance is discussed and analyzed within
the context of the accompanying financial statements and disclosures
following this section.

FINANCIAL HIGHLIGHTS

A. The assets pf the City exceeded its liabilities at June 30, 2006,
by $1,643,066. Of this amount, unrestricted net assets of $236,328
were availabble to be used to meet the City’s ongoing obligations to
citizens and creditors.

B. The total net assets increased by $255,380 over the prior fiscal
year. Of this amount, an increase of $255,075 was associated with
governmental activities and an increase of $305 was associated with
business-type activities.

C. As of the close of the fiscal year ended June 30, 2006, the City’s
general fund reported an ending fund balance of $158,889, an
increase of|$67,997 in comparison with the prior fiscal year. Of
this amount, $69,204 was reserved for B&C road projects and $89, 685
was unreserved and available for spending, and represented 39
percent of the total general fund expenditures.

OVERVIEW OF THE FINANCIAIL STATEMENTS

The discussion and analysis are intended to serve as an
introduction to the City’s basic financial statements. The City’s basic
financial statements are comprised of three components: 1) government-
wide financial stlatements, 2) fund financial statements, and 3) notes to
the financial stdtements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide
financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to a private-sector
business.
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Corinne City Corporation

Discussion and Analysis (Unaudited) (Continued)

For the Year Ended June 30, 2006

nt of net assets presents information on all of the
with the difference between the two
Over time, increases or decreases in net assets

nt of activities presents information showing how the
City’s net assets changed during the most recent fiscal year.

All

assets are reported as soon as the underlying event

he change occurs, regardless of the timing of related

revenues and expenses are reported in this statement

that will only result in cash flows in future fiscal

Both of the government-wide financial statements distinguish
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liance with finance-related legal requirements. All of
City can be divided into two categories: governmental
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Corinne City Corporation

Discussion and Analysis (Unaudited) (Continued)

For the Year Ended June 30, 2006

focus of governmental funds is narrower than that of
ide financial statements, it is useful to compare the
ented for governmental funds with similar information

vernmental activities in the government-wide financial

doing so, readers may better understand the long-term

ty’s near-term financing decisions.

vernmental fund balance sheet and the government fund

2nues, expenditures and changes in fund balances provide

to facilitate this comparison between the two.
Information

d statement of revenues, expenditures and changes in

The City

opts a one-year budget for its governmental funds. A

ison statement has been provided.

Funds. The City maintains only one type of proprietary
rerprise funds. Enterprise funds are used to report the
resented as business-type activities in the government-
tatements. Information is presented in the proprietary
t assets and the proprietary statement of revenues,
nges in fund net assets for the water, sewer, garbage
unds .

e financial statements. The notes provide additional
is essential to a full understanding of the data
government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted e
indicator of a g
City’s assets ex
portion of the Ci
capital assets.
and they are not

nrlier, net assets may serve over time as a useful
overnment’s financial position. At June 30, 2006, the
ceeded liabilities by $1,6043,0606. By far the largest
ty’s net assets (81 percent) reflects its investment in
Capital assets are used to provide services to citizens
available for future spending.
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Corinne City Corporation

Discussion and Analysis (Unaudited) (Continued)
For the Year Ended June 30, 2006

Net Assets
Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005

$ 294,699 $ 281,632 $ 70,503 $ 136,647 § 365,202 s 418,279
334,207 91,314 1,093,213 1,065,619 1,427,420 1,156,933
628,906 372,946 1,163,716 1,202,266 1,792,622 1,575,212
- - 83,312 119,395 83,312 119,395
56,569 12,657 9,675 12,447 66,244 25,104
56,569 12,657 92,987 131,842 149,556 144,499
334,207 91,314 1,003,705 946,224 1,337,912 1,037,538
68,826 68,761 - 38,577 68,826 107,338
169,304 200,214 67,024 85,623 236,328 285,837
$_ 572,337 $_360,289 $ 1,070,729 $ 1,070,424 $ 1,643,066 $ 1,430,713

(14 percent) were available to
ongoing obligations to citizens and
2006, the City was able to report positive
categories of net assets, both for the government as a

as for its individual governmental and business-type




Corinne City Corporation
Management’s Discussion and Analysis (Unaudited) (Continued)
For the Year Ended June 30, 2006
Changes in Net Assets
Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
Revenues:
Program revenues:
Charges for
services $ 67,117 29,062 § 157,101 $§ 127,099 $ 224,218 s 156,161
Operating grants
and contributions 44,379 38,304 26,569 - 70,948 38,304
Capital grants
and contributions 192,387 192,387
General revenues:
Property taxes 44,272 39,372 - - 44,272 39,372
Other taxes 139,794 120,606 - - 139,794 120,606
Interest income 2,136 1,689 - 283 2,136 1,972
Total revenues 490, 085 229,033 183,670 127,382 673,755 356,415
Expenses:
General government 116,571 160,595 - - 116,571 160,595
Public safety 105, 625 3,364 - - 105,625 3,364
Highways and public
improvements 18,513 13,247 - - 18,513 13,247
parks and
recreation 8,301 12,207 - - 8,301 12,207
Water utility - - 72,840 72,840
Irrigation utility - - 5,685 - 5,685 -
Sewer utility - - 63,363 128,038 63,363 128,038
Garbage utility - - 27,477 - 27,477 -
Total expenses 249,010 189,413 169,365 128,038 418,375 317,451
Transfer in (out) 14,000 90, 000 (14,000) {(90,000) - -
Impact fees - - - 3,200 - 3,200
Interest expense - - - (4,491) - (4,491)
14,000 90,000 (14,000) (91,291) - (1,291)
Increase (decrease
in net assets 255,075 129,620 305 (91,947) 255,380 37,673
Net assets, beginning 360,289 230,669 1,070,424 1,162,371 1,430,713 1,393,040
Prior period adjustment {43,027) - - - (43,027) -
Net assets, ending $ 572,337 $ 360,289 $ 1,070,729 $ 1,070,424 $ 1,643,066 $ 1,430,713
7
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Corinne City Corporation
Discussion and Analysis (Unaudited) (Continued)
For the Year Ended June 30, 2006

Governmental activities
When combined with the
overall net

ty’s net assets by $255,075.
net assets from business-type activities,
by $255,380, or 18 percent.

in governmental net assets was mainly due to a grant
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569,204 was restricted for B&C road uses.

the City uses fund accounting to ensure and

The purpose of the City’s governmental funds is
outflows and balances of
es. Such information is useful in assessing the City’s
ements. In particular, unreserved fund balance may
measure of a government’s net resources available for

fund is the City’s chief operating fund. At June 30,
ved fund balance of the general fund was $89,685, which
The remaining general
As a measure
fund’s liquidity, it may be useful to compare both
balance and total fund balance to total fund
The unreserved general fund balance represented 39
general fund expenditures. The fund balance of the
und increased by $67,997 during the fiscal year ended
This increase was mainly due to excess revenues over

projects fund decreased mainly because of a fire truck
plic safety.

The water utility fund’s net assets increased by $13,507.

The sewer utility fund’s net assets decreased by $20,550.

The garbage

The irrigat:

fund’s net assets increased by $4,070.

ion utility fund’s net assets increased by $3,278.
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Corinne City Corporation
Discussion and Analysis (Unaudited) (Continued)
For the Year Ended June 30, 2006

GENERAL FUND BUDGETARY HIGHLIGHTS

The budget ¢
2006, was modif
revenues.

improvements.

CAPITAL ASSET ANI

The ex

riginally submitted for the fiscal year ending June 30,
ied to increase the budget for wvarious additional
penditures budget was increased for highways and public

D DEBT ADMINISTRATION

Capital assets.
e

assets for its

$1,427,420 (net
capital assets i
equipment, roads
City’s investmen
2006, was $270,4

Land

Buildings

Utility improvements

Machinery and
eguipment

Net capital
assets

Additional
in Note 3 on pag

At June 30, 2006, the City’s investment in capital
jovernmental and business-type activities amounted to
of accumulated depreciation). This investment in
ncludes land, buildings, improvements, service lines,
and similar infrastructure. The total increase in the
t in capital assets for the fiscal year ended June 30,

89 (a City-wide increase of 23 percent).
Capital Assets
(Net of Depreciation)
Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005

$ 18,965 $18,965 $ 10,710 $ 10,710 $ 29,675 $ 29,675
42,528 24,114 3,748 4,281 46,276 28,395
1,780 - 1,074,432 1,047,766 1,076,212 1,047,766
270,934 48,234 4,323 2,861 275,257 51,095
$334,207 $91,313 $1,093,213 $1,065,618 $ 1,427,420 $1,156,931

information on the City’s capital assets can be found
es 29 and 30 of this report.
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Corinne City Corporation

Discussion and Analysis (Unaudited) (Continued)
For the Year Ended June 30, 2006

At June 30, 2006, the City had $89,508 in

nue bonds.

Outstanding Debt

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
$ - $ - $89,508 $ 95,465 $89,508 $ 95,465
- - - 23,930 - 23,930
$ = $ - $ 89,508 $119,395 $89,508 $119,395

term debt decreased by $29,887 for the year ended

AND NEXT YEAR’S BUDGETS AND RATES

Corinne City
meet the increase
C.D.B.G. grant f
station, which wi

The City req
Associates and w
system options.
the sewer system
of eliminating su
Sons, Inc. will b
in October, 2006.

The City wil
October 31, 2006,
also to strategig

The City als
Consideration is
increasing the
Improvements will
seeking assistanc

€

7 Corporation is in the process of determining how to
d demand for sewer system hookups. The City received a
or $6,465 to begin construction on the sewer 1ift
11 make additional hookups possible.

reived a sewer system feasibility study from Hansen &
as also in the process of considering various sewer
The previous moratorium on number of hookups allowed to
was lifted. Additionally, the City was in the process
rface water infiltration into the system. Val Kotter &
e repairing the water infiltration problems beginning

L1 enter into a $326,000 water bond at 10:00 a.m. on
to replace the 2” water line with an 8” water line and
ally add fire hydrants along the line.

o has plans to work on improving the irrigation ditch.
being given to ways of improving the main ditch and
2ffectiveness of distribution throughout the City.

be paid for from the irrigation fund. The City is
e from Utah State University with this project.

10



Corinne City Corporation
Statement of Net Assets
June 30, 2006
Primary Government
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents $223,3009 $ 19,700 $ 243,009
Accounts receivable| - net 67 13,375 13,442
Franchise taxes receivable 4,375 4,375
Intergovernmental receivables 66,948 - 66, 948
Restricted cash and| cash
equivalents - 31,428 31,428
Investment in water| stock - 6,000 6,000
Capital assets (net|of
accumulated depreciation)
Land 18,965 10,710 29,675
Buildings 42,528 3,748 46,276
Improvements 1,780 1,074,432 1,076,212
Machinery and equipment J&Zngiﬂ 4,323 275,257
Total assets 628,906 1,163,716 1,792,622
LIABILITIES
Accounts payable and accrued
liabilities 17,408 3,479 20,887
Deferred revenue 39,161 - 39,161
Loan payable revenue bonds -
current - 6,196 6,196
Loan payable revenue bonds -
noncurrent - 83,312 83,312
Total liabilities 56,569 92,987 149,556
NET ASSHTS
Invested in capital|assets, net
of related debt 334,207 1,003,705 1,337,912
Restricted for:
Class "C" roads 68,826 - 68,826
Unrestricted 169,304 67,024 236,328
Total net assets $572,337 $1,070,729 $1,643,066
The accompanyling notes are an integral part of these statements
11
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ASSETS

Cash and cash equiv

Receivables (net):

alents

Accounts receivable

Franchise taxes fgeceivable

Intergovernmental

Property tax
Sales tax

Class "C" road

Total assets

LIABILITIES AND
Liabilities:

Accounts payable

Deferred revenue

money

Total liabillities

Fund balances:
Reserved for:
Class B&C road
Unreserved

projects

Total fund balances

Total liabil
balances

The accompanying

FUND BALANCES

Corinne City Corporation
alance Sheet - Governmental Funds
June 30, 2006

ities and fund

Capital Total
General Projects Governmental

Fund Fund Funds
$144,068 $79,241 $223,309
67 - 67
4,375 - 4,375
39,161 - 39,106l
18,603 - 18,603
9,184 - 9,184
$215,458 $79,241 $294, 699
$ 17,408 $ - $ 17,408
39,161 - 39,161
56,569 - 56,569
69,204 - 69,204
89, 685 79,241 168,926
158,889 79,241 238,130
$215,458 §79,241 $294,699

notes are an integral part of

13

these statements.



Corinne City Corporation

Reconciliation of the Balance Sheet of the Governmental
Funds to the Statement of Net Assets

Total fund balan

June 30, 2006

ces -

governmental fund types $ 238,130

Amounts reported

for governmental

activities in the statement of net
assets are different because:

Capital assets

used in governmental

activities are not financial

resources an
not reported

Net assets

d, therefore, are
in the funds. 334,207

of government

activities $ 572,337

The accompanying

notes are an integral part of these statements.

14




Corinne City Corporation
Statement of Revenues, Expenditures and Changes in Fund
Balances - Governmental Funds
For the Year Ended June 30, 2006
Capital Total
General Projects Governmental
Fund Fund Funds
Revenues:
Taxes
Property $ 44,272 $ - $ 44,272
Sales & Use 84,465 84,465
Franchise & energy 55,329 55,329
Licenses and permits 48,434 - 48,434
Intergovernmental 58,858 177,908 236,766
Charges for services 16,136 - 16,136
Earnings on investments 2,136 - 2,136
Miscellaneous 2,547 - 2,547
Total revenues 312,177 177,908 490,085
Expenditures:
Current:
General government 113,158 - 113,158
Public safety 83,786 252,144 335,930
Highways and public
improvements 29,770 - 29,7170
Parks and recregtion 3,466 9,580 13,046
Total expenditures 230,180 261,724 491,904
Excess (defigiency) of
revenues over
expenditures 81,997 (83,810) (1,819)
Other financing sounces (uses):
Transfers in (out (14,000) 28,000 14,000
Net change in fund balance 67,997 (55,816) 12,181
Fund balance, beginning 90,892 135,057 225,949
Fund balance, end $158, 889 $ 79,241 $238,130
The accompanying notes are an integral part of these statements.
15




Corinne City Corporation
Reconciliatign of the Statement of Revenues, Expenditures
and Changes in Fund Balances of the Governmental Funds to
the Statement of Activities

June 30, 2006

Amounts reported| for governmental
activities in the statement of
activities are different because:

Net changes in| fund balances - total
governmental| funds $ 12,181

Governmental funds report capital
outlays as expenditures. However,
in the statement of activities the
cost of those assets is allocated
over their estimated useful lives
and reported|as depreciation expense.
This is the amount by which capital
outlays exceeded depreciation in the
current period. 242,894

Change in net assets of govern-
mental activities $ 255,075

The accompanying notes are an integral part of these statements.

16




Corinne City Corporation
Statement of Net Assets - Proprietary Funds
June 30, 2006
Business-Type Activities - Enterprise Funds
Water Sewer Garbage Other
Utility Utility Fund Fund Total
ASSETS
Current assets:
Cash and cash equivalents S 5,826 $ 11,174 $2,700 S - S 19,700
Accounts receivable| - net 8,029 2,605 2,741 - 13,375
Interfund receivable 978 - - - 978
Total current |assets 14,833 13,779 5,441 - 34,053
Noncurrent assets:
Restricted cash and|cash
equivalents 31,428 - - - 31,428
Water company stock - - - 6,000 6,000
Capital assets:
Land and easements 9,093 1,618 10,711
Buildings and improvements 981, 691 658,189 - 26,537 1,666,417
Equipment 10,228 13,644 - 3,144 27,016
Accumulated depreciation (369,844) (234,782) - (6,305) (610,931)
Total noncurrent assets 662,596 438,669 - 29,376 1,130, 641
Total assets 677,429 452,448 5,441 29,376 1,164,694
LIABILITIES
Current liabilities:
Accounts payable and accrued
liabilities 872 933 1,509 165 3,479
Interfund payable - - - 978 978
Current portion of long-term
debt 6,196 - - - 6,196
Total current liabilities 7,068 933 1,509 1,143 10,653
Noncurrent liabilities
Loan payable revenue bonds 83,312 - - - 83,312
Total liabilities 90, 380 933 1,509 1,143 93,965
Net assets:
Invested in capital |assets,
net of related debt 541,660 438,669 - 23,376 1,003,705
Restricted '
Unrestricted 45,389 12,846 3,932 4,857 67,024
Total net assets $ 587,049 $ 451,515 $3,932 $28,233 $1,070,729
The accompanying notes are an integral part of these statements.
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Corinne City Corporation

Statement |of Revenues, Expenses and Changes in Fund
Net Assets - Proprietary Funds

For the Year Ended June 30, 2006

Business-Type Activities - Enterprise Funds

Water Sewer Garbage Other
Utility Utility Fund Fund Total
Operating revenues:
Charges for services $ 84,842 $ 31,704 $31, 547 S 8,963 $ 157,056
Other 45 - ~ - 45
Total operating revenues 84,887 31,704 31,547 8,963 157,101
Operating expenses:
Wages and benefits 24,812 8,271 - - 33,083
Supplies and services 19,998 37,339 27,477 4,825 89,639
Depreciation 24,581 16,476 - 860 41,917
Total operating expenses 69,391 62,086 27,471 5,685 164,639
Operating income 15,496 (30, 382) 4,070 3,278 (7,538)
Nonoperating revenues |(expenses) :
Impact fee revenue 15,460 11,109 - - 26,569
Interest expense (3,449) (1,277) - - (4,726)
Total nonoperating
revenues (expenses) 12,011 9,832 - - 21,843
Income (loss) pefore
transfers 27,507 (20, 550) 4,070 3,278 14,305
Transfers in (out) (14,000) - - - (14,000)
Change in net assets 13,507 (20, 550) 4,070 3,278 305
Total net assets, beginning 573,542 472,065 (138) 24,955 1,070,424
Total net assets, ending $587,049 $451, 515 $ 3,932 $28,233 $1,070,729

The accompanyilng notes are an integral part of these statements.
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Corinne City Corporation
Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2006

Business-Type Activities - Enterprise Funds

Water Sewer Garbage Other
Utility Utility Fund Fund Total
Receipts from customers $ 79,866 $ 31,036 $ 31,429 $ 9,055 $151, 386
Payments to suppliers (22,191) (37,625) (29,212) (5,579) (94,607)
Payments to employees (24,812) (8,271) - - (33,083)
Net cash provided by (used
in) operating activities 32,863 (14,860) 2,217 3,476 23,696
Cash flows from noncapital
financing activities:
Interfund loan repayments 3,020 - - (3,020) -
Transfers in (out) (14,000) - - - (14,000)
Net cash provided by (used -
in) financing activities {10, 980) - - (3,020) (14,000)
Cash flows from capitdl and
related financing actlivities:
Purchases of capitall assets (33,358) (33,860) - (2,294) (69,512)
Principal paid on cppital debt (5,957) (23, 930) - - (29,887)
Proceeds from impact fees 15,460 11,109 - - 26,569
Interest paid on capital debt (3,448) (1,277) - - (4,725)
Net cash provided by (used
in) capital and related
financing activities (27,303) (47,958) - (2,294) (77,555)
Cash and cash equivalents,
beginning 42,674 73,992 483 1,838 118,987
Cash and cash equivalents, ending $ 37,254 $ 11,174 $ 2,700 S - $ 51,128

The accompanyling notes are an integral part of these statements.
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Corinne City Corporation
Statement of Cash Flows - Proprietary Funds (Continued)
For the Year Ended June 30, 2006

Business-Type Activities - Enterprise Funds
Water Sewer Garbage Other
Otility Utility Fund Fund Total

Reconciliation of openating
income to net cash provided by
(used in) operating dctivities:
Operating income $ 15,496 $(30,382) $ 4,070 $ 3,278 $ (7,538)
Adjustments to reconcile
operating income tp net
cash provided by (used in)
operating activities:

Depreciation expense 24,581 16,476 - 860 41,917
(Increase) /decrease in
accounts receivable (5,021) (668) (118) 92 (5,715)
Increase (decrease) in
payable payable (2,193) (286) (1,735) (754) (4,968)

Increase (decrease) 1in
deferred revenue - - - - -

Total adjustments 17,367 15,522 (1,853) 198 31,234

Net cash provided by (used

in) operating activities $ 32,863 $(14,860) s 2,217 $ 3,476 $ 23,696
Cash and cash equivalents $ 5,826 $ 11,174 $ 2,700 $ - $ 19,700
Restricted cash and cash
equivalents 31,428 - - - 31,428

Total cash and| cash
equivalents $ 37,254 $ 11,174 $ 2,700 S - $ 51,128

The accompanying notes are an integral part of these statements.
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NOTE 1.

SUMMAR?
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Corinne City Corporation
Notes to Financial Statements
June 30, 2006

Y OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The government of Corinne City Corporation is governed by an

elected may

r and a five member council. As required by generally

accepted accounting principles, these financial statements present

the
Corporation
it have an

financial

condition of the government. Corinne City
is not a component unit of any other entity, nor does
component units for which the Government would be

considered financially accountable.

B. Government-Wide and Fund Financial Statements
The City’s basic financial statements include both government-
wide (reporting the City as a whole)

(reporting t
fund financi

governmental

The goy
of net asset
on all acti
normally are
reported ser
significant

The sta
the direct ¢
program reve
with a speci

Program
applicants
services or
2) grants an
or capital n
and other it
reported ins

Separat
and propriet
funds are
Statements.

N

vities of the City.

and fund financial statements
he City’s major funds). Both the government-wide and
al statements categorize primary activities as either
or business-type.

ernment-wide financial statements
s and the statement of activities)

(i.e., the statement
report information
Governmental activities, which
supported by taxes and intergovernmental revenues, are
arately from business-type activities, which rely to a
extent on fees and charges for support.

tement of activities demonstrates the degree to which

2xpenses of a given function or segment are offset by

nues. Direct expenses are those clearly identifiable
fic function or segment.

revenues include: 1) charges to customers or
who purchase, use or directly benefit from goods,
privileges provided by a given function or segment, and
d contributions restricted to meeting the operational
equirements of a particular function or segment. Taxes
ems not properly included among program revenues are
tead as general revenues.

e financial statements are provided for governmental
ary funds. All individual governmental and enterprise
eported as separate columns in the fund financial

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Measurement Focus, Basis of Accounting and Basis of
Presentation

The government-wide financial statements are reported using
the economi¢ resources measurement focus and the accrual basis of
accounting, | as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash
flows.

The use of financial resources to acquire capital assets are
capitalized|as assets in the government-wide financial statement
rather than|reported as an expenditure.

The accounts of the government are organized and operated on
the basis of funds. A fund is an independent fiscal and accounting
entity with| a self-balancing set of accounts. Fund accounting
segregates flunds according to their intended purpose and is used to

~aid management in demonstrating compliance with finance-related
legal and contractual provisions. The minimum number of funds is
maintained consistent with legal and managerial requirements.

The government has the following fund types:

Governmental funds are used to account for the
government's general government activities. Governmental
fund types use the flow of current financial resources
measurement focus and the modified accrual basis of

accounting. Under the modified accrual basis of
accounting, revenues are recognized when susceptible to
accrual (i.e., when they are “measurable” and

“availagble”).

“Measurable” means the amount of the transaction can be
determined and “available” means collectible within the
current period or soon enough thereafter to pay
liabilities of the current period. The City considers
revenues available if they are collected within 60 days
after year end. Expenditures are recorded when the
related fund liability is incurred.

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Governmental funds include the following fund types:

The general fund is the government's primary
operating fund. It accounts for all financial
resources of the general government, except those
required to be accounted for in another fund.

The capital projects funds account for the
acquisition of capital assets or construction of
major capital projects not being financed by
proprietary funds.

Proprietary funds are accounted for on the flow of
economlc resources, measurement focus and use of accrual basis
of accounting. Under this method, revenues are recorded when
earned|and expenses are recorded at the time liabilities are
incurred. The City applies all GASB pronouncements as well as
the Fimpancial Accounting Standards Board pronouncements issued
on or pbefore November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements.

Proprietary funds distinguish operating revenues and
expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and
producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The
principal operating revenues of the enterprise fund are
charges to customers to the system.

Operating expenses for enterprise funds include the cost
of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues
and expenses.

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

Y OF SIGNIFICANT ACCOUNTING POLICIES (continued)

nterprise funds are used to account for those operations
re financed and operated in a manner similar to private
ss or where the City has decided that the determination
yenues earned, costs incurred and/or net income is
ary for management accountability. The City has four
etary funds - the water utility fund, the sewer utility
the garbage utility fund and the irrigation utility

hen both restricted and unrestricted resources are
ble for use, it is the City’s policy to use restricted
ces first and then unrestricted resources as they are

, Liabilities and Equity

1. C

N}
X

Hhs O0O0

a

Cc

1
t

O O O
T

ash and Investments

The government's restricted and unrestricted cash
nd cash equivalents are considered to be cash on hand,
emand deposits and short-term investments with the
riginal maturities of three months or less from the date
f acquisition.

cceivables and Payables

Transactions between funds that are representative
f lending/borrowing arrangements outstanding at the end
f the fiscal year are referred to as “advances to/from
ther funds” if they are not projected to be repaid
ithin one year, and as “interfund receivable/payable”
br amounts projected to be repaid within one year.

gpital Assets

Capital assets wused in governmental fund type

operations are accounted for in the governmental

ctivities column in the statement of net assets, but not

in governmental funds. Governmental capital assets

bnsisting of certain improvements other than buildings,

including roads, bridges, streets, drainage systems,
ighting system, and some roads placed in service prior

> June 30, 2003, have not been capitalized.

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

All capital assets are valued at historical cost or
estimated historical cost if actual historical cost is
ot available. Donated capital assets are valued at
heir estimated fair value on the date donated.

& 3

Depreciation of all exhaustible capital assets is

charged as an expense against its operations in the
government-wide financial statements and the proprietary
fund financial statements. Accumulated depreciation is
reported on the government-wide and proprietary fund
statements of net assets. Depreciation has been provided
over the estimated useful lives using the straight-line
method. The estimated useful lives are as follows:
Buildings v vi it et ie et 25 - 50 years
Improvements « v v i ettt teeeeeenens 7 - 50 years
Equipment . ..... . i 3 - 20 years
Infrastructure ...........c........ 15 ~ 40 years
4, Estimates

The preparation of financial statements in

conformity with generally accepted accounting principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those
estimates.
E. Budget| and Budgetary Accounting

The City follows the budget and budgetary accounting
procedures established by Utah law and described in the
Uniform Accounting Manual for Utah Cities and Towns. The
current year budget was amended according to Utah law.

See Independent Auditors’ Report
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Corinne City Corporation

Notes to Financial Statements (Continued)

June 30, 2006

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
F. Restricted Net Assets
Net assets have been restricted for B&C road purposes.
The B&C road restriction represents funds received from the
State |of Utah Road Fund allotment to be used for future
maintehance of the City’s road network.
NOTE 2. DEPOSITS AND INVESTMENTS

The State ©

to advise the

measures and rul

credit structure
authority of the
deposit and inve

The City fo
(Utah Code, Sec
investment

as any financial
the
Commissioner of
the Act and adhe

trans
funds in a quali:

federal goy

f Utah Money Management Council has the responsibility
State Treasurer about investment policies, promote
es that will assist in strengthening the banking and
of the state, and review the rules adopted under the
State of Utah Money Management Act that relate to the

stment of public funds.

1lows the requirements of the Utah Money Management Act
tion 51, Chapter 7) in handling its depository and
actions. The Act requires the deposit of the City’s
fied depository. The Act defines a qualified depository
institution whose deposits are insured by an agency of
ernment and which has been certified by the State
Financial Institutions as meeting the requirements of
ring to the rules of the Utah Money Management Council.

ial Credit Risk

A. Custod
custod
failure, tr

does not ha
As of Jdune
$279,080 wa

le City’s deposits may not be returned to it.
sve a formal deposit policy for custodial credit risk.

jal credit risk is the risk that, in the event of a bank
The City

30, 2006, $179,080 of the City’s bank balances of

s uninsured and uncollateralized.

See Independent Auditors’ Report
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Corinne City Corporation

Notes to Financial Statements (Continued)
June 30, 2006

NOTE 2. DEPOSITS AND INVESTMENTS (Continued)
B. Investments

The Money Management Act defines the types of securities
authorized as appropriate investments for the City’s funds and the
conditions |for making investment transactions. Investment
transactions may be conducted only through qualified depositories,
certified dealers or directly with issuers of the investment
securities.

These statutes authorize the City to invest in negotiable or
nonnegotiable deposits of qualified depositories and permitted
negotiable | depositories; repurchase and reverse repurchase
agreements; |commercial paper that is classified as “first tier” by

1y recognized statistical rating organizations, one of
be Moody’s Investors Services or Standard & Poor’s;
ceptances; obligations of the United States Treasury
i11ls, notes and bonds; bonds, notes and other evidence
1ess of political subdivisions of the state; fixed rate
bligations and variable rate securities rated “A” or
the equivalent of “A” or higher, by two nationally
tatistical rating organizations; shares or certificates
market mutual fund as defined in the Money Management
» Utah State Public Treasurer’s Investment Fund.

two national
which must
bankers’ ac
including bi
of indebtedr
corporate ol
higher, or
recognized
in a money
Act; and the

k=

P

-ah State Treasurer’s Office operates the Public
Investment Fund (PTIF). The PTIF 1is available for
»f funds administered by any Utah public treasurer.

The Ut
Treasurer’s
investment

The PT
company.
Management
amended. T
oversees th

IF is not registered with the SEC as an investment
The PTIF is authorized and regulated by the Money
Act, Section 51-7, Utah Code Annotated, 1953, as
he Act established the Money Management Council which
. activities of the State Treasurer and the PTIF, and

details the
are not ins
participant
on investme

types of authorized investments. Deposits in the PTIF
ured or otherwise guaranteed by the State of Utah, and
5 share proportionally in any realized gains or losses
nts.

See Independent Auditors’ Report
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NOTE 2.

Notes

DEPOSIT

The PTI
cost basis.
fees of 1
average dail
is approxima

As of J

C. Interes

Corinne City Corporation
to Financial Statements (Continued)
June 30, 2006

'S AND INVESTMENTS (Continued)

F operates and reports to participants on an amortized
The income, gains and losses - net of administration

the PTIF are allocated based upon the participant’s

y balance. The fair value of the PTIF investment pool

tely equal to the value of the pool shares.

2006,

une 30, the City had no investments.

t Rate Risk

Interes
will adverse
policy for =«
increasing
Management
requires tha

p.

t rate risk is the risk that changes in interest rates
ly affect the fair value of an investment. The City’s
nanaging its exposure to fair value loss arising from
interest rates is to comply with the State’s Money
AcCt . Section 51-7-11 of the Money Management Act
t the remaining term to maturity of investments may not

exceed the period of availability of the funds to be invested. The
Act further 1limits the remaining term to maturity on all
investments |in commercial paper, bankers’ acceptances, fixed rate

negotiable d
365 days or
and variable
maturity exa

D. Credit

eposits and fixed rate corporate obligations to 270 to
less. 1In addition, variable rate negotiable deposits
rate securities may not have a remaining term to final
eeding two years.

Risk

Credit
to an inves
policy for n
the State’s

At Juns

E. Concent

risk is the risk that an issuer or other counterparty
tment will not fulfill its obligations. The City’s
educing its exposure to credit risk is to comply with
Money Management Act, as previously discussed.

30, 2006, the City had no investments.

ration of Credit Risk

Concent
the magnitud
City’s polig
Rules of the

ration of credit risk is the risk of loss attributed to

e of a government’s investment in a single issuer. The

y for reducing this risk of loss is to comply with the
Money Management Council, as applicable.

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 3. CAPITAL ASSETS

The following is a summary of changes in capital assets during the
fiscal year:

Governmental Activities:

June 30, 2005 June 30, 2006

Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 18,965 $ - $ - $ 18,965
Capital assets being depreciated:
Buildings 125,933 - - 125,933
Improvements 2,967 - - 2,967
Machinery and equipment 80,475 277,200 - 357,675
Totals at histprical cost 209,375 277,200 - 486,575
Less accumulated depreciation:
Buildings 77,954 5,451 - 83,405
Improvements 989 198 - 1,187
Machinery and equipment 58,084 28,657 - 86,741
Total accumulafted
depreciation 137,027 34,306 - 171,333
Total capital assets being
depeciated, net 72,348 242,894 - 315,242
Governmental activities
capital assets - net $ 91,313 $242,894 $ - $ 334,207

29

See Independent Auditors’ Report



Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 3. CAPITAL ASSETS (continued)

Business-Type Activities:

June 30, 2005 June 30, 2006
Balance Increases Decreases Balance

Capital assets not being depreciated:
Land $ 10,710 $ - $ - $ 10,710
Total capital Iassets not
a

being deprecihted 10,710 - - 10,710

Capital assets being depreciated:

Building and improvements 6,576 6,576
Utility improvements 1,594,799 67,218 1,662,017
Machinery and equipment 22,546 2,294 - 24,840

Total capital pssets

being depreciated 1,623,921 69,512 - 1,693,433

Less accumulated depreciation:
Building and improvements 2,295 533 - 2,828
Utility improvement 547,033 40,552 - 587,585
Machinery and equipment 19,685 832 - 20,517

Total accumulated
depreciation 569,013 41,917 - 610, 930

Total capital assets being
depreciated, net 1,054,908 27,595 - 1,082,503

Business-type activities

capital assets - net $1,065,618 $ 27,595 S - $1,093,213

Depreciation| expense was charged to functions/programs of the
primary government as follows:

Governmental activities:

General government $ 3,413
Public safety 23,616
Highways and public improvements 2,442
Parks and recreation 4,835

Total depreciation expense
governmental activities $ 34,3006

See Independent Auditors’ Report
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Corinne City Corporation
Notes to Financial Statements (Continued)
June 30, 2006

NOTE 4. LONG-TERM DEBT

Proprietary Fund

Revenue Bonds:

Water and sewer serial bonds in the amount of $89,508, due in
annual installments of $9,435 including interest through June 30,
2015, and then $7,399 through June 30, 2016, and then 53,639
including interest through June 30, 2021.

June 30, June 30,
2005 2006 Current
Balance Increases Decreases Balance Portion
Bonds payable:

Sewer revenue bonds $ 23,930 $ - $23,930 $ - s -

Water revenue bonds 95,465 - 5,957 89,508 6,190
Total long-term

liabilities $119,395 $ - $29,887 $89,508 $6,196

Debt Service| Requirements:

The debt service requirements for the proprietary funds long-
term debt at| June 30, 2006, were as follows:

Business Type Activities

Year ending June 30: Principal Interest Total
2007 $ 6,196 $ 3,239 5§ 9,435
2008 6,440 2,995 9,435
2009 6,706 2,729 9,435
2010 6,978 2,457 9,435
2011 7,263 2,173 9,436
2012-2010 38,998 6,144 45,142
2017-2021 16,927 1,263 18,190

Total $89,508 $21,000 $110,508

See Independent Auditors’ Report
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Notes

Corinne City Corporation

to Financial Statements (Continued)
June 30, 2006

NOTE 5. INTERFUND BALANCES/TRANSFERS

Interfund balances consisted of the following at June 30, 2006:

Payable
Receivable Fund Fund Amount
Interfund recelivable/payable Water Irrigation’ 978
$ 978

Transfer
Purpose Transfer In _ Out Amount
Purchase fire ftruck Capital projects General $14,000
Purchase fire gtruck Capital projects Water 14,000
$28,000

NOTE 6. RESTRICTED FUND BALANCE

Fund balance

has been restricted for the following purpose:

Restricted for B&C road projects - money received from

the State of

Utah road fund allotment to be used for future

maintenance of the City’s road network.

NOTE 7. PROPERTY TAX

Property taxes attached as an enforceable lien on property as of

January 1. Taxe

s are levied on June 15 and are due November 30.

Property tax revenues are not recognized when levied because they are

not expected to be

collected within 60 days after the end of the current

year. This policy meets the criteria of GASB. Property taxes received

within thirty (30
end.

days of year end are recognized as revenue at year

See Independent Auditors’ Report
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Corinne City Corporation

Notes to Financial Statements (Continued)
June 30, 2006

NOTE 8. RISK MANAGEMENT

Corinne City Corporation is exposed to various risks of loss
related to torts;| theft of, damage to, and destruction of assets; error
and omissions; injuries to employees; and natural disasters. All
general liability, real property and all vehicles, including heavy
equipment, are jinsured through the Utah Local Government Trust.

Injuries to employees are insured through employees’ workers
compensation. Settled claims have not exceeded the City’s insurance
coverage for any pf the past three years. For insured programs, there

have been no signfificant reductions in insurance coverage.

NOTE 9. PRIOR PERIOD ADJUSTMENTS

In the fiscal year ended June 30, 2005, the government-wide
statement included in revenue $43,027 in property taxes that were not

received within B0 days of the fiscal year end. This adjustment
properly restates| the government net assets as of July 1, 2005, the
beginning of the new fiscal year. This item caused no changes in the

governmental funds financial statements.

NOTE 10. LEASE

The City leases a backhoe on an annual, noncancelable operating
lease. The City lhas always been able to turn in the old backhoe and
pick up a new one |the following year. This year, the City negotiated to
keep the same backhoe one more year at a price of $3,870. The City will
negotiate the lease agreement again when the year is up.

See Independent Auditors’ Report
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Corinne City Corporation
Budgﬁtary Comparison Schedule (Unaudited)
| General Fund
For the Year Ended June 30, 2006

Original Final
Budget Budget Actual Variance
Revenues:
Taxes $173,100 $ 165,600 $184,066 $ 18,466
Licenses and permits 10,500 58,750 48,434 (10,316)
Intergovernmental 40,700 83,051 58,858 (24,193)
Charges for services 29,350 - 16,136 16,136
Earnings on investments 1,200 1,200 2,136 936
Miscellaneous 1,000 1,900 2,547 647
Total revenues 255,850 310,501 312,177 1,676
Expenditures:
General government 198,150 198,724 113,158 85,566
Public safety 41,850 94,350 83,786 10,564
Highways and public improvements 40,000 124,100 29,770 94,330
Parks and recreation 6,375 7,125 3,466 3,659
Total expendiltures 286,375 424,299 230,180 194,119
Excess (deficency) of
revenues over expendures (30,525) (113,798) 81,997 195,795
Other financing sources (uses):
Transfers in 42,976 33,083 - 33,083
Transfers out - 24,000 (14,000) (38,000)
Total other financing
sources (uses) 42,976 57,083 (14,000) (4,917)
Net change in| fund balances 12,451 (56, 715) 67,997 190,878
Fund balance, beginning 90,892 90,892 90,892 -
Fund balance, ending $103, 343 $ 34,177 $158,889 $190,878
See Independent Auditors’ Report
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Corinne City
Impact Fee Analysis (Unaudited)

Water Sewer
Fund Fund
Impact fees received (June 30):
2002 $ 20,034 $ -
2003 2,862 2,022
2004 - 2,022
2005 2,862 2,022
2006 14,310 10,109
Total impact| fees received 40,0068 16,175
Qualifying projedts (June 30):
2002 - -
2003 - -
2004 - -
2005 65,477 -
2006 - 25,357
Total qualifying projects 65,477 25,357
Balance of impact fees received
in excess of qualifying projects
at June 30,| 2006 $ (25,409) $ (9,182)

See Independent Auditors’ Report
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Certified Public Accountants, 1,

547 South Main
P.O. Box 369

Brigham City, Utah 84302
435-723-5224

216 East Main
Tremonton, Utah 84337
435-257-5486

REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members of
the Corinne City Corporation Council
Corinne, Utah 84301

We have audited the financial statements of
the governmental activities, the business-type
activities and each major fund, and the aggregate
remaining fund information of Corinne City
Corporation, Utah, as of and for the year ended
June 30, 2006, which collectively comprise the
City of Corinne’s basic financial statements and
have issued our report thereon dated October 9,
2006. We conducted our audit in accordance with
auditing standards generally accepted in the
United States of America and the standards
applicable to financial audits contained in
Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we
considered Corinne City Corporation, Utah’s,
internal control over financial reporting in order
to determine our auditing procedures for the
purpose of expressing our opinions on the
financial statements and not to provide an opinion
on the internal control over financial reporting.
Our consideration of the internal control over
financial reporting would not necessarily disclose
all matters in the internal control that might be
material weaknesses. A material weakness 1is a
reportable condition in which the design or
operation of one or more of the internal control
components does not reduce to a relatively low
level the risk that misstatements caused by error
or fraud in amocunts that would be material in
relation to the financial statements being audited
may occur and not be detected within a timely
period by employees in the normal course of
performing their assigned functions.



REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS (Continued)

We noted no matters involving the internal control over financial
reporting and its| operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over
financial reporting that we have reported to management of Corinne City
Corporation, Utah|, in a separate letter dated October 9, 2006.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Corinne
City Corporation,| Utah’s, financial statements are free of material
misstatement, we| performed tests of its compliance with certain
provisions of laws, regqulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the
determination of |financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results
of our tests discllosed no instances of noncompliance or other matters
that are required to be reported under Government Audit Standards.
However, we noted an immaterial instance of noncompliance or other
matters that we |have reported to the management of Corinne City
Corporation, Utah, in a separate letter dated October 9, 2006.

This report |is intended solely for the information and use of
management, the City Council, and the various state funding and auditing
agencies and is not intended to be, and should not be used by, anyone
other than these sgpecified parties.

Certified Public Accountants, L.C.

October 9, 2006
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AUDITORS' REPORT ON
STATE OF UTAH LEGAL COMPLIANCE

The Honorable Mayor and Members of the
Corinne City Corporation Council
Corinne, Utah 84301

We have audited the accompanying financial
statements of the governmental activities, the
business-type activities and each major fund, and
the aggregate remaining fund information of
Corinne City Corporation, Utah, for the year ended
June 30, 2006, and have issued our report thereon
dated October 9, 2006. As part of our audit, we
have audited the City of Corinne's compliance with
the requirements governing types of services
allowed or unallowed; eligibility; matching, level
of effort, or earmarking; reporting; special tests
and provisions applicable to each of its major
State assistance programs as required by the State
of Utah Legal Compliance Audit Guide for the year
ended June 30, 2006. The City received the
following major assistance programs from the State
of Utah: ‘

* B&C road funds (Department of
Transportation)

* Liquor law enforcement (State Tax
Commission)

The City also did not receive any nonmajor
grants during the June 30, 2006, audit period.

Our audit also included test work on the
City's compliance with the following general
compliance requirements identified in the State of
Utah Legal Compliance Audit Guide:

Public debt

Cash management

Purchasing requirements

Budgetary compliance

Truth in Taxation & Property Tax
Limitations

Liquor law enforcement

B&C road funds

Other general compliance issues
Uniform Building Code standards
Impact fees and other development
fees

* % X %
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AUDITORS' REPORT ON STATE OF UTAH
LEGAL COMPLIANCE
(Continued)

The management of Corinne City Corporation is responsible for the
City's compliance with all compliance requirements identified above.
Our responsibilitly is to express an opinion on compliance with those
requirements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and Government
Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether material noncompliance with

the requirements| referred to above occurred. An audit includes
examining, on a Hest basis, evidence about the City's compliance with
those requirement]s. We believe that our audit provides a reasonable

basis for our opinion.

The results of our audit procedures disclosed immaterial instances
of noncompliance |with the requirements referred to above, which are
described in the accompanying letter of recommendations. We considered
these instances of noncompliance in forming our opinion on compliance,
which is expressed in the following paragraph.

In our opinion, Corinne, Utah, complied, in all material respects,
with the general| compliance requirements identified above and the
requirements governing types of services allowed or unallowed;
eligibility; matching, level of effort, or earmarking; reporting; and
special tests and| provisions that are applicable to each of its major
State assistance programs for the year ended June 30, 2006.

%QMI v gt
avis & Bott

Certified Public Accountants, L.C.

October 9, 2006
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The Honorable Mayor and
Members of Corinne City Corporation
Corinne, UT 84307

We have audited the financial statements of
Corinne, Utah, for the year ended June 30, 20068,
and have issued our report thereon dated
October 9, 2006. As part of our examination, we
made a study and evaluation of the City's system
of internal accounting control to the extent we
considered necessary to evaluate the system as
required by auditing standards generally accepted
in the United States of America. The purpose of
our study and evaluation was to determine the
nature, timing, and extent of the auditing
procedures hecessary for expressing an opinion on
the City's financial Statements, Our study and
evaluation was more limited than would be
necessary to express an opinion on the system of
internal accounting control taken as a whole.

The management of Corinne City is responsible
for establishing and maintaining a system of
internal accounting control. 1In fulfilling this
responsibility, estimates and judgments by
management are required to assess the expected
benefits and related costs of control procedures.

The objectives of a system are to provide
management with reasonable, Dbut not absolute,
assurance that assets are safeguarded against loss
from unauthorized use or disposition, and that
transactions are executed in accordance with
lmanagement's authorization and recorded properly
to permit the preparation of financial Statements
in accordance with generally accepted accounting
principles.

Because of inherent limitations in any system
of internal accounting control, errors or
irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of
the system to future periods is subject to the
risk that procedures may become inadequate because
of changes in conditions or that the degree of
compliance with the procedures may deteriorate.

Our study and evaluation made for the limited
purpose described in the first paragraph would not
necessarily disclose all material weaknesses in
the system. Accordingly, we do not express an
opinion on the system of internal accounting
control of Corinne taken as a whole.
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However, our study and evaluation disclosed the follow1ng reportable
or agreed-upon|conditions that we believe result in a relatively low
risk that errors or irregqularities in amounts that would be material
in relation to|the financial statements of Corinne may occur and not
be detected within a timely period.

PRIOR YEAR RECOMMENDATIONS (as noted by prior year auditors)

1. CASH MANAGEMENT

Issue
allow
three

- The manner in which receipts records are kept does not
for |a test of compliance with funds being deposited within
days.

Recommendation - It was recommended the City establish a policy

of deposit

Response -+

three work

Current St

ing every three working days.

The City will establish a policy of depositing every
ing days.

atus — The City is now depositing every three working

days.

TRACKING I

Issue - C
these fees

MPACT FEE PROCEEDS AND EXPENDITURES

orinne City has enacted impact fees. Proceeds from
need to be encumbered or expended within six years

Recommendation - It was recommended the City track the impact

fees they

Response -

are now collecting.

The City will track impact fees.

Current Stlatus - The City is tracking impact fees.

TRUTH IN TAXATION

Issue - Budgeted revenue for property taxes on Form TC-693 does

not equal

the adopted budget for the City. The City’s budget

for property taxes is $50,000 and the TC-693 shows $39,213.

Recommendation - It was recommended the City properly budget.

Resgonse -

We will follow these procedures
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Current Sitatus -

orporation
mmendations

The City did not keep a copy of the amended

budget when they made changes before June 30, 2006s.

GENERAL COMPLIANCE ISSUES

Issue -
policy.

Fhe City does not have a formal records retention

Recommendation - It was recommended the City adopt and follow a

formal records retention policy.

Response -+

Current Status

The City will adopt a formal record retention policy.

- The Policy has not yet been prepared and

adopted.

CURRENT YEAR RECOMMENDATIONS

1.

PHYSICAL 1

Issue - Th
to the Cit
the i1nvent

Recommendd

NVENTORY

1e City has list of equipment but it is not all given
y recorder. Also, land and buildings are not kept on
ory.

tion - We recommend the City adopt a formal policy of

tracking g
land, buil

dhysical inventory at least annually and include all
dings, equipment and utility components on that list.

Response -This recommendation will be implemented.

CAPITALIZATION POLICY

Issue - The City does not have a formal capitalization policy.

Recommendation - We

recommend the City adopt a formal

capitalization policy.

Including what kind of assets will be

capitalized and the amount needed to capitalize.

Response -This recommendation will be implemented.
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3. SEGREGATION OF DUTIES

Issue - Corinne City has insufficient segregation of duties due
to the small size of the entity.

Recommendation - We recommend the City look at the cost versus
the benefit of improving the segregation of duties.

Response r Corinne City has a recorder and a treasurer. They
try to segregate duties as much as possible between the two
employees The City feels the additional cost to completely
segregate| duties is not justified for the benefit they would
receive. |The City feels their current procedures are adequate
to safeguard assets.

4. PURCHASING POLICY

Issue - The purchasing policy adopted by the City on February 1,
2005, addresses encumbrances, purchase orders and proper
approval gf documents. Currently, the encumbrance system is not
being used, purchase orders are not being used and the sign off
sheet filed with the check backup does not always have two
signaturesg.

Recommendation - We recommend the purchasing policy be followed
or amended to agree with what the City wants to have happen.

Response - This recommendation will be implemented.

CONCLUSION

The matters discussed herein have been brought to the attention
of responsible [City personnel during the course of our examination.
As a result, |many of these recommendations are either being
implemented or are under consideration at the time of issuance of this
letter.

We wish tp take this opportunity to express our thanks and
appreciation for the courtesy and assistance extended to us by your
personnel during our audit work.
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We welcome the opportunity to discuss further any points
mentioned herein. We feel that proper implementation of these
suggestions willl improve internal controls and protect the City's

assets.
(%ngénol Gygﬁéézf

avis & Bott
Certified Public Accountants, L.C.

October 9, 2006
Brigham City, Utah




